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Mr. Chairman, Head Table Guests and Seminar Delegates, 

As Minister of Energy, Mines and Resources, it was with 
pleasure and a sense of mission that I accepted your invitation to 
address this Atlantic Petroleum Offshore Seminar. 

I reasoned that it might seem appropriate to put the Federal 
case, as it were, having first considered the remarks made to you last 
evening by Premier Regan of Nova Scotia. 

Discussmigethne subject in an orfshore=report, Oilweek of May 14 
said: ''Maritimes are hot on oil play, but don't want Ottawa to share". 

A penultimate paragraph reads: 

"But overshadowing the whole scene is the jurisdictional 
dispute with Ottawa over the ownership of Offshore rights. 
Although the federal-provincial negotiations are understood 

to be progressing favorably and Nova Scotia's Premier Regan 

is optimistic a settlement will be reached within the year, 
there are also differences between the provincial viewpoints." 

I am inclined to share Premier Regan's optimism based on our 
current round of discussions, provided that, among other outstanding 
issues, it is clearly recognized that the Government of Canada retains 
control of pipelines and imports and exports necessary for effective man- 


agement of national energy policies. 
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At least an influence in the lack of an agreement to date 
has been the feeling that a hot oil play lies just around the corner 
for the Atlantic provinces. 

Both Nova Scotia and Newfoundland have dispatched delegations 
to look at the effects of North Sea developments on the United Kingdom 
and Norway. Last year, a group of government officials and business- 
men from Newfoundland observed, at first hand, the industrial and social 
impact of oil and gas operations in Norway and Scotland. 

A little over a year ago, my department in cooperation with the 
Department of Regional Economic Expansion published the ctamare of a 
study prepared by the Economic Intelligence Unit Canada Ltd., which 
treated the impact on the economy of eastern Canada resulting from pot- 
ential developmentwotserf=shore o11 and gas; “In part, the study 
concluded: 

(1) If a commercial discovery is made, the first stage of dev- 
elopment will depend largely on imported equipment. 

(2) eltethe cfr-shore play expands and~is of longer duration, a 
potential exists for local involvement in the manufacturing sector. 

(3) The international oil and gas industry, and the service 
companies that depend upon it, move their activities, men and equipment 
around the world from exploration play to exploration play. When a find 


is made, specialized equipment is required to evaluate and develop the 
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Oil or gas field. The duration of the work and the highly special- 
ized nature of the equipment used usually constitute a very high 
barrier to the entry of local companies. This does not mean that there 
is no opportunity for local involvement in the Atlantic Region. On the 
contrary), there appears to be a good potential for local companies to 
fabricate drilling rigs and production platforms as is already being 
done, and to manufacture some components, and supply many of the serv- 
Teesetouthe  O1leand gas industry. In all cases, the potential for 
local manufacturing and services will be good provided that the products 
are price competitive, of satisfactory quality, and are delivered on 
time. The best potential lies in shipbuilding and in manufacturing 
associated with shipbuilding. 

(4) It is recognized that the east coast off-shore activity is 
ana frontier zone. The anhospitable erannent off-shore dictates 
that new technology and different operating procedures will be necessary 
if oil or gas are to be produced in commercial quantities. In this resp- 
ect, the Atlantic Region has an opportunity to lead in the development of 
new technologies that may become standard as the industry moves into incr- 


easingly difficult environments all over the world. 
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(S) It is through the Atlantic Region's involvement in off-shore 
oil and gas plays leading hopefully to commercial production, that the 
nature of the industrial base of the region will be diversified. In so 
doing, the regional consumption pattern will change and dependency upon 
imports from outside the region could fall. This, in turn, could promote 
more investment in the region in industries totally unconnected with oil 
and gas, and could help to pave the way to greater self sufficiency and 
prosperity. 

President Nixon's energy message to Congress further complic- 
ated any assessment of the benefits to the Atlantic region which might be 
derived from offshore oil activity. His statement announced steps to 
triple the annual acreage leased on the outer Continental shelf by 1979 
beginning with expanded sales in 1974, including areas behond 200 meters 
depth. The message also encouraged deep water port development within 
U.S. waters, developments which might otherwise take place on Canada's 
shelf. 

Our continental margin is one of the largest in the world. I 
should mention here that in using the term "'continental margin" I am in- 
cluding the continental shelf and the continental slope beyond as complem- 
entary components. Our shelf and slope together comprise a total area in 
the order of 2 million square miles, which is about half as large as 


Ganadalsmentiresiandiareato£95785 million*square miles.» |Of«this, about 
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one-third lies off our East Coast. Taking into consideration operating 
conditions, ice conditions and so on, our East Coast Offshore includes 
more than half the total Canadian Offshore area that might be considered 
accessible to development, at least at present. 

Canadian offshore oil and gas exploration permits at present cover 
almost a million square miles. These permits have been issued in water 
depths ranging to thousands of metres, to more than 3,500 metres in the 
Scotian Shelf region south of Nova Scotia, and at distances offshore 
ranging to hundreds of miles, to more than 400 miles in the Flemish Cap 
region east of Newfoundland. About half of this permit coverage lies off 
Canada's East Coast, our most active offshore region, in a sweep more than 
2,000 miles in extent, stretching from the Gulf of Maine region in the 
south to the Baffin Bay region in the north. 

In the East Coast Offshore, the permits issued to date cover a 
total area greater than twice the area of our four Atlantic Provinces comb- 
ined. 

The current period of continuous East Coast drilling activity 
began in the Scotian shelf region in September, 1969, when Shell Canada 
brough the semi-submersible Sedneth 1 over from the North Sea. This drill- 
ing unit was joined in May 1970, by the Sedco H, an even larger semi-sub- 
mersible, built in Halifax, N.S., at a cost of about $i imidlions = Both 


units have been working continuously off the East Coast since then. On the 
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Seotian Self, they have drilled a total of 31 wells for Shell, and the 
Sedco H is now on Shell's 32nd hole, 60 miles north east of Sable Island. 
It has been subcontracted to Mobil from time to time, and has drilled 3 
Scotian Shelf wells for that Company. Also on the Scotian Shelf, 5 add- 
itional wells have been drilled by Mobil on Sable Island, with land-based 
equipment on piling near the Western tip, and a 6th is currently underway 
here. In January of this year, Mobil brought in the new Sedco J, another 
semi-submersible) buidt.in Halifax, at. a cost. of-about,$21 million, and this 
unit is currently drilling its second well about 25 miles west of Sable 
Island. 

The score for Scotian Shelf drilling? Of 41 wells drilled, there 
have been what could be considered as four new-field discoveries: 2 dis- 
coveries each by Shell and Mobil with two involving gas, oil and condensate 
(Sable Island and Primrose), and the other two involving gas with some con- 
densate (Thebaud and Onondaga). Production testing has been carried out in 
10 wells on the Scotian Shelf - 6 of Mobil's and 4 of Shell's. All the best 
shows to date on the Scotian Shelf have been in the general Sable Island 
area. 

Turning now to the Grand Banks region, Amoco resumed drilling there 
in April 1971, with the Sedco 1, another semi-submersible built in Halifax, 


at a cost of about $17 million. Early in 1972, Amoco subcontracted the 
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Sedneth 1 from Shell and is now operating both rigs on the Grand Banks. 
To date these two units have drilled a total of 15 wells, and are curr- 
ently on the 16th and 17th. The well location farthest offshore is a 
recent one by Mobil about 210 miles east of St. John's, using the Sedco J. 
Including a well put down by Elf on the Grand Banks in late 1971 using 
Sedneth 1, there have been 19 wells drilled on the Grand Banks to date, 
with another two in progress. The score for Grand Banks drilling? Amoco 
has reported oil shows in 3 wells, and a gas show in another. 

Dri limeractivaty i 19/5 will probably be abit higher tham in 
| 1972 -- including the four semi-submersibles currently at work, the land- 
based rig currently drilling at the western end of Sable Island, and poss- 
ibly a drilling-vessel on the Labrador Shelf. 

In summary, 63 wells have been drilled in the East Coast Offshore, 
with five wells currently underway. This represents a total drilling 
expenditure of about $150 million, mid a total footage of about 650 thous- 


and feet. There is no commercial production as yet. 


Offshore Administration 

Turning now to the subject of administration, as concerns the iss- 
uance of grants involving rights to develop and exploit offshore mineral 
TesoUrcess Gdnadalissin a Silllar position to other countries in that our 


regulatory system is farther advanced with respect to oil and gas than it 
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is with respect to other minerals.. Before dealing with the issuance 

of such grants, I should first point out that before undertaking ex- 
ploration work of any kind in our Offshore, a party must first acquire 
an exploration licence. A licence is non-exclusive and is renewable 
onan annual pasis Aslaicence 1s necessary whether or not the party is 
already a permittee or lessee. It is in effect a "hunting licence", 
since with it a party may apply to carry out exploration work, short of 
drilling a well in any region of the Canadian Offshore not restricted 
in some fashion, including areas held under permit by other parties. 
The concept here is to encourage work throughout the Canadian Offshore 
and at the same time maintain control over all activities through oper- 
ational and reporting requirements, which I will deal with further a 
dict les later on. 

The second entity in the Canadian system is the exploration permit. 
Permits off the East Coast now cover a total area exceeding 300 million 
acres. These permits have been issued in water depths ranging to thous- 
ands of metres: to more than 2,000 metres in the Gulf of Maine region; to 
more than 3,500 metres in the Scotian Shelf region; to about 3,000 metres 
in the Grand Banks region; and to more than 2,000 metres in the Labrador 


Sea region. 
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A permit, in contrast to a licence, does involve certain 
exclusive rights. An authorization to drill a well within a permit 
area can be obtained only by the permittee, and only the permittee 
has the option of selecting oil and gas leases from a permit area. 

The emphasis at the permit stage is on work, exploration work, the 
discovery of oil and gas deposits. The permittee must make a guaranty 
deposit at the time of issuance of each permit to the full amount of 
the work requirements for the first period as a surety that the work 
will be carried out. Similarly, guaranty deposits must be made prior 
to each succeeding work period. The total exploration work obligations 
represented by offshore permits held off the East Coast now approach 

$1 billion, assuming all these permits were to be retained for their 
full tenure: 

The third entity in the Canadian system is the oil and gas 
lease. Commercial production cannot be undertaken while acreage is 
stall inmpermit eform scitpmustietirst ibe converted togleaseah.[ tis tat 
this stage that the emphasis is placed on direct revenues, primarily 
through royalties on production and annual rentals. Although there 
have been several oil and gas shows in wells off the East Coast, as 
already mentioned, to date no proven commercial discoveries have been 


made. No offshore oil and gas leases have been issued. 
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A permittee may acquire leases covering up to half the area 
of a permit, with that portion not converted to lease reverting to the 
Crown. There are certain "Canadian participation provisions" that 
apply to the lease stage. In accordance with these provisions, for ex- 
ample, any individual wishing to obtain a lease must be a Canadian 
citizen, and any company wishing to obtain a lease must be incorporated 
in Canada. The Regulations stipulate further that the Minister must 
be satisfied with the opportunity Canadians have for participating in 
the financing and ownership of corporations involved in applications 
forpieasess 

The Canadian system of exploration licences and permits and 
progressive work requirements has resulted in a comprehensive and syst- 
ematic sweep of prospecting in only a few years throughout this vast 
open frontier on the Atlantic Ocean, an area characterized by especially 
difficult and hostile operating conditions, stretching from the Gulf of 
Maine northeasterly across the Scotian Shelf and Grand Banks and thence 
northerly across the Labrador Shelf into Baffin Bay. This is all the 
more remarkable since, unlike either the North Sea or the Gulf of Mexico 
for example, the Canadian East Coast Offshore has no adjacent onshore 
oil and gas production, is not a virtually land-locked region, and const- 
itutes a geological province quite different from, for the most part not 


even represented on, adjacent land areas. 
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Turning now to the authorization and control of offshore 
activities, we exercise control over these activities on a program-by 
- program basis, by means of analysis and assessment of each individ- 
ual program prior to its authorization, backed up by on-site inspect- 
ion of the actual operations when underway. 

We have authority to shut down operations in the interests 
of safety or pollution prevention, and to prohibit their resumption 
until adequate remedial steps have been taken. Moreover, as an ultim- 
ate enforcement, we are empowered by statute to take over management and 
control of an operation at the operator's cost if, in our opinion, 
satisfactory steps are not being taken to remedy the situation. 

Before undertaking an offshore exploration program, a party 
must first submit for governmental approval an Off-shore Program Notice 
describing the proposed work in detail, for example, each seismic survey. 
Drilling an offshore well involves special requirements. A well cannot 
be drilled until governmental authorities have approved an Offshore 
Drilling Notice setting out in detail the company's proposed drilling 
plans. In practice, as you will appreciate, a large number of matters 
will already have been discussed in detail between governmental and 
company officers before a company gets to the stage of actually submitt- 
ing an Offshore Drilling Notice. Following authorization to drill, the 


well operations themselves are then subject to supervision by governmental 
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officer who inspect each drilling location to ensure that requirements 
are being met. When a well has reached total depth, approval must be 
obtained for the manner in which it is to be completed, suspended or 
abandoned. 

In recognition of the special nature of the vulnerable offshore 
environment, we maintain a system of industry-governmental co-ordination. 
Its primary purpose is to ensure that special requirements of govern- 
mental agencies with practical offshore responsibilities are made known 
to industry, and that industry in turn meets these requirements. Several 
agencies in gach to my Department, have practical responsibilities 
Telated to the offshore, for example, the Department of the Environment , 
the Ministry of Transport, the Department of National Defence. Each of 
these agencies receives advance notices with respect to proposed offshore 
mineral resource programs, and this allows time for reaction to a proposed 


program. 


International Aspects 


At a time when most countries around the world are reassessing 
their energy and mineral policies, I believe your seminar has focused on 
a subject of international significance where other countries look to 


Canada for leadership. 
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Many of you will be aware that I recently led a Canadian 
Petroleum Mission to China. That mission followed a similar tour of 
Canada last year by officials from China, who visited many of the 
facilities which you have seen or will inspect during this seminar, 
including the Halifax shipyard installations currently engaged in the 
construction of offshore drilling rigs. 

At the Great Hall of the People in Peking, Premier Chou 
En-Lai exhibited special interest in Canada's position at the forthcoming 
Law of the Sea Conference under United Nations' auspices in 1974. Our 
discussion was generated principally by the developments currently taking 
place in the Yellow Sea, where the continental shelf extends from the 
coast of China right over to that of Korea and to the Japanese islands. 

Turning now to some international aspects, in particular to 
the broad international problem of the seaward limits of national jurisd- 
iction, people tend nowadays to accept the current facts and figures 
about Canada's Offshore as simply the reflection of ordinary, routine 
developments -- as the result of an inevitable progress of events. Act- 
ually, the exercise of Canadian jurisdiction over the seabed resources of 
a continental margin comprising in the order of 2 million square miles is 


an example of leadership in state practice, a most important factor in the 


development of international law. 
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Of course, the fact that Canada has issued permits covering 


such extensive offshore areas does not by itself maintain our jurisd- 


ictional claims to the seabed resources of these areas. Unilateral 


action by a state does not in itself create or even necessarily lead to 


international law. It is the acceptance of that practice and the adoption 


of similar practices by other states that lead to customary internat- 
ional law. 

International law is after all based upon the consent of 
states, and the fact that this aspect of consent is present not only in 
treaty or conventional law but as well in the development of customary 
law through state practice means, of course, that an element of inter- 
national law is really only as effective as the degree to which it is 
accepted by the international community. There is, therefore, an essent- 
ial corollary to the development of international law through state 
practice, and that is the acquiescence in that practice by other states. 

The 1958 Geneva Convention on the Continental Shelf is the 
present conventional international law regarding seabed resources. The 
Convention came into force on June 10, 1964, upon ratification by the 


requisite number of states. Canada ratified the Convention effective 


March 8, 1970. 
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The Continental Shelf Convention provides that the coastal 
state ''...exercises over the continental shelf sovereign rights for the 
purpose of exploring it and exploiting its natural resources'' (Artacle 2,1); 

The Convention defines the continental shelf as ext ending 
",..to a depth of 200 metres or, beyond that limit, to where the depth 
of the superjacent waters admits of the exploitation of the natural res- 
ources..."' (Article 1). The Convention further provides that the sover- 
eign rights referred to in Article 2 are "exclusive" and "do not depend on 
occupation, effective or notional, or on any express proclamation" 
(Article 2.2, 2.3). That is to say, if a coastal state makes no attempt 
to exploit or even lay claim to its continental shelf resources, other 
states are nevertheless barred from taking such action with respect to 
those resources. 

Thus, the limits of national jurisdiction over seabed resources 
under the Continental shelf Convention definition are dependent upon the 
exploitability test, that is, they are dependent upon technological 
progress. As technology allows seabed resource exploitation to take place 
in deeper and deeper water depths, so the limits of national jurisdiction 
over these resources move correspondingly oceanward under this flexible 
definition. 

This is not to say, however, that each coastal state must itself 


develop technological capabilities in order to confirm its offshore claims 
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and establish its jurisdiction over adjacent offshore areas. For 
example, it could not be seriously maintained that should one state 

be able to develop technology for seabed resource development in 
adjacent deep-water areas and another state not itself be able to do 
so, then the former state could acquire rights to such areas whereas the 
latter could not. An interpretation that a coastal state cannot make 
claims pursuant to the exploitability test unless it possesses the 
technological capability itself to implement such claims would have no 
legal validity. Nor would such an interpretation Standmthertest of 
equity - many United Nations members are developing countries fail 
cannot be expected to develop deep-water technology themselves and 
would have access to such technology only through contracting or pur- 
chasing arrangements. 

Through the issuance of offshore oil and gas exploration 
permits covering extensive areas of our submerged continental margin, 
Canada has taken a leading role in the establishment of state practice 
in this regard. Canada's jurisdictional claims in the Offshore have 
been established by this issuance of permits covering extensive areas of 
the continental shelf and of the continental slope beyond, as well as by 


declarations in Parliament, at the United Nations, and in other forums. 
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The matter of national limits of jurisdiction over seabed 
resources really came into the open with the introduction of the so- 
called Maltese Resolution at the United Nations in 1967. This resolut- 
ion resulted in the establishment of the United Nations Committee on the 
Seabed in the latter part of that year. The Maltese proposal called for 
the United Nations to undertake the "examination of the question of the 
reservation exclusively for peaceful purposes of the seabed and ocean 
floor and the subsoil thereof, underlying the high seas beyond the limits 
of present national jurisdiction, and the use of their resources in the 
interests of mankind.'' Thus, attention was focused on the crucial quest- 
mom = what are the "limits of present national jurisdiction" over seabed 
resources? This ieee will no doubt be a lively one at the forthcoming 
Law of the Sea Conference. 

Canada's representatives have devoted a great deal of time and 
effort since 1967 into putting forward to the representatives of other 
states the Canadian position as regards exercising sovereign rights to 
explore and exploit seabed resources out to the limit of the submerged 
continental margin. We have been working in this respect both in the 
United Nations Seabed Committee and in the General Assembly by means of 
formal interventions and private discussions, as well as in various 


other forums. 





















’ 
bsdiee weve woltotheiist to 27imi! Sandbsanao: 19tteaaet 


? —— - ; 
«62 afi Bo nobfoubowsni oft sitive noqu sat OSH) Ses YTTeSe eee 


-fufooar edt veel ai wnotiall bavioll edgy 4s no! feat tei bet 
o((7 wt. SoTIimMGD eno! tall dei! if? to tnomdzbiderzo sA7 ni betineat 
6 

1ot befias ipedqotq sto7TnM 211" teov-ted? 20. Stk Te PsRe ads mt bn 
a 

E . ae a 

orl? Yo. nGitesup oft to moitunimexs" on? adeceehen oF anol ret -bete: i. 
a> irs 

avon brn Borlese ery du ac2aqtog futesssg, 10% Vievivulox® ROfFEvToS 

. Poy : 

- 

earimti sft baoyad ease dyid ods ectyltehaw .tostsds 4 ioedue ods Site 


4 


f F ; ' hn —_ 
of? ni zenmeetsy cradt- 20 seu sds bone, notsonbarty fnnoi ten 2ase0F 
Py 7 "4 + ‘ a ‘ 
-J2eaup Lerouwrs 447 co besuoo) daw torlinsyse , ewitl braced te: * wt 


_ 
\ : P . . ¢ : 7 van iol 
badaes wavo! ‘Aoisotbeitat ieaditen sas2erq to 2timil" one oe tail. moi 


snimmorgwox ott te ono vlevil # sd sdu6b of Litw ose erir Te 
| 


.2209Te bo) sed dd Does 


bre omic. to dest taacg 8 betoveh Sved eouisetnsesuqer @ebated 


_—s 
TO? * 
~ ia we _— 
: 


7 


teito toovovidsineresqet oft oF brswrol gnijiun ofa) Wel eonle 


oy eirigit teretoevor anieiorexs sbrager ee noidgiceg mafbans) s ey. 


ranpomige- sit to tim! oft of ayo 2eoTUEe@erT badsse tiotaxs bee aa + 


=! | bel 
oilt tk -ditod So9ce01 2ift we eriidrow acsd eved 6h stiyeam fe 


_e 


“igen yd yidniseeA Larsnsd odd of bre «973i bodeed: ead $a 
an0RteV Hi 28 [low en ,anokacuoerh olavive baw amosone 
_ 


« 


We have explained, for example, that it is the coastal state 
that is the authority with the most intimate knowledge of the problems 
off its seacoasts, and that it is the coastal state that has the real and 
immediate interest in dealing with these problems, problems of multi- 
resource development conflicts, anti-pollution and safety measures, and 
so on. Thus, it is the coastal state that is in the best position to 
exercise controls over the seabed of its adjacent continental margin. 
Moreover, the realistic way to develop competence and expertise in the 
offshore resource management field, and the best way for a coastal state 
to ensure that it will benefit from regional economic spin-off associated 
with offshore production, is for the coastal state itself to become dir- 
ectly involved and manage its own offshore areas. As Canada is doing. 

There have been positive results. For the first few years 
following the Maltese Resolution of 1967, the implications of the Canad- 
ian wide-shelf seabed resources position were not clearly understood by 
many other states, some of whom may have regarded it as an overly nation- 
alistic stance. Recently, however, this situation has changed markedly. 
A good deal of support is now being expressed by many Delegations for a 
wide juridical shelf. What had been a formative trend only a couple of 


years ago has now become a strong movement within the Seabed Committee. 
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Despite this marked movement in the Seabed Committee toward 
a strong coastal states' rights position, there is much work yer Loabe 
done in gaining complete acceptance of this position in the committee. 
There are a number of states, in particular those with major maritime 
and/or military interests, which represent very powerful forces in the 
world community. It would be virtually impossible for any formulation 
of international law to be successful if it is not acquiesced in and 
accepted by powers such as these. Moreover, there is a bloc of land- 
locked states who are advocating an all-powerful international Authority 
that would even encroach upon the continental margins of coastal states, 
and there are shelf-locked states as well that hold a similar position. 

Obviously, there is difficult navigation ahead both in future 
meetings of the Seabed Committee and at the forthcoming Law of the Sea 
Conference, but there now seems no doubt that many, if not most, of the 
delegations now envisage some sort of exclusive-economic-zone approach 
as being the keystone for reaching agreement on the controversial 
question of national limits of jurisdiction. Although expressed in 
various ways and utilizing a variety of terms, such as "patrimonial 
sea'' and "economic zone", these approaches by other states are closely 


akin to the Canadian wide-shelf approach. 
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In conclusion, I would like to express once again my 
pleasure at having been asked to address this Seminar. We are all 
aware of the potential importance of the East Coast Offshore, both 
in terms of the positive socio-economic implications for adjacent land 


areas, and in the context of the present and future energy situation. 
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